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FROM: Wendy L. Watanabe "%
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SUBJECT: JWCH INSTITUTE, INC. CONTRACT REVIEW —~ A DEPARTMENT OF
PUBLIC HEALTH HIV/AIDS CARE AND PREVENTION SERVICES
PROVIDER

We completed a fiscal review of JWCH Institute, Inc. (JWCH or Agency), a Department
of Public Health (DPH) HIV/AIDS care and prevention services provider.

Background

DPH's Office of AIDS Programs and Policy (OAPP) contracts with JWCH to provide
HIV/AIDS emergency and transitional housing, transitional case management, health
education and outreach for communities of color. JWCH is located in the Third District.

JWCH had six contracts with OAPP during Fiscal Year 2006-07. The County paid
JWCH $113,851 for two fixed-fee contracts and $639,617 for four cost reimbursement
contracts. Both types of contracts required the Agency to comply with the
Comprehensive AIDS Resource Emergency Act (CARE Act) and other federal and
State program requirements.

Purpose/Methodology

The purpose of our review was to ensure that JWCH appropriately spent OAPP funds in
accordance with the County contract. We also evaluated the adequacy of JWCH's
accounting records, internal controls and compliance with the contract and applicable
federal and State fiscal guidelines governing the CARE Act. In addition, we determined
whether the Agency provided services to eligible participants.
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Results of Review

JWCH appropriately recorded and deposited cash receipts timely into the Agency’s
bank account. However, JWCH did not always comply with County contract
requirements. Specifically, JWCH:

¢ Did not sufficiently document $19,491 in gift cards billed to OAPP. JWCH did not
provide distribution logs to support the $19,491 in gift cards distributed to clients as
incentives. In addition, JWCH did not require participants to acknowledge that they
received the incentives by obtaining signatures from program participants.
Subsequent to our review, JWCH provided incentive logs. However, the logs did not
support the incentives questioned.

e Charged OAPP for payroll expenditures based on estimates not actual time spent
performing OAPP related activities.

e Did not always obtain appropriate documentation from clients/participants to
determine their eligibility for program services.

¢ Did not have documentation to support $571 reported on their Cost Reports.

The details of our review, along with recommendations for corrective action, are
attached.

Review of Report

We discussed our report with JWCH and OAPP on October 7, 2008. In their attached
response, JWCH agreed with the findings and recommendations except for repaying
the County $20,062 ($19,491 + $571). JWCH believes that they provided
documentation to support these expenditures, but we informed JWCH that the
documentation was not sufficient. JWCH needs to provide OAPP the required
documentation or repay $20,062.

We thank JWCH for their cooperation and assistance during this review. Please call me
if you have any questions or your staff may contact Don Chadwick at (213) 253-0301.

WLW:MMO:DC
Attachments

¢:  William T Fujioka, Chief Executive Officer
Jonathan E. Fielding, Director, Public Health Department
Al Ballesteros, Chief Executive Officer, JWCH Institute, Inc.
Public information Office
Audit Committee



HIV/AIDS CARE AND PREVENTION SERVICES
JWCH INSTITUTE, INC.
FISCAL YEAR 2006-07 AND 2007-08

ELIGIBILITY
Objective
Determine whether JWCH Institute, Inc. (JWCH or Agency) provided services to
individuals that meet the eligibility requirements of the Office of AIDS Programs and
Policy (OAPP).
Verification
We reviewed the case files for 25 program participants that received services from
March 2006 to September 2007 for documentation to confirm their eligibility for OAPP
services.
Results
The case files for seven (28%) of 25 program participants sampled did not contain
documentation to support their eligibility for program service. Specifically, the Agency
was not able to provide the case file for one (4%) program participant and the remaining

six case files did not contain documentation verifying the participants’ HIV status.

Recommendations

JWCH management ensure:
1. Client files are maintained for all program participants.

2. Agency staff obtains the appropriate documentation from
clients/participants to determine their eligibility for program services.

CASH/REVENUE

Objective

Determine whether cash receipts and revenue are properly recorded in the Agency’s
records and deposited timely in their bank account. In addition, determine whether
there are adequate controls over cash, petty cash and other liquid assets.

Verification

We interviewed JWCH's personnel and reviewed their financial records. We also
reviewed the Agency’s July 2007 bank reconciliation for two bank accounts.

AUDITOR-CONTROLLER
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Results

JWCH appropriately recorded and deposited OAPP cash receipts timely. In addition,
the Agency reconciled its bank accounts monthly. However, one bank reconciliation
included reconciling items totaling $2,121 that were over a year old.

Recommendation

3. JWCH management ensure bank reconciling items are resolved timely.

EXPENDITURES

Objective

Determine whether program expenditures are allowable under the County contract,
properly documented and accurately billed to the program.

Verification

We interviewed Agency personnel, reviewed financial records and documentation for 29
non-payroll expenditure transactions charged to OAPP during March 2006 to
September 2007, totaling $67,784. The expenditures related to the Agency’s cost
reimbursement contracts.

Results

JWCH did not maintain appropriate documentation to support $19,491 (29%) in gift
cards billed to OAPP. Specifically, JWCH did not provide distribution logs to support the
$19,491 in gift cards distributed to clients as incentives. In addition, JWCH does not
require participants to acknowledge that they received the incentives by obtaining
signatures from program participants.

Recommendations

JWCH management:
4. Repay DPH $19,491 or provide appropriate supporting documentation.

5. Ensure supporting documentation is maintained for all OAPP
expenditures.

6. Require signatures from program participants upon receipt of gift
cards.

AUDITOR-CONTROLLER
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FIXED ASSETS AND EQUIPMENT

Objective

Determine whether the Agency's fixed assets and equipment purchases made with
OAPP funds are used for the OAPP program and are safeguarded.

We did not perform testwork in this area as the Agency did not purchase fixed assets
with OAPP funds.

PAYROLL AND PERSONNEL

Objective

Determine whether payroll expenditures were appropriately charged to the program. In
addition, determine whether personnel files are maintained as required.

Verification

We traced payroll expenditures for nine (36%) of the 25 program employees totaling
$17,118 and employee benefits totaling $4,196 between September 2006 and
September 2007. We also reviewed the personnel files for nine employees assigned to
the OAPP program.

Results

Generally, JWCH maintained the required personnel records. However, JWCH charged
OAPP for payroll expenditures based on estimates not actual time spent performing
OAPP related activities as required by the contract.

Recommendation

7. JWCH management ensure employees’ time records report actual
hours worked by program.

COST ALLOCATION PLAN

Objective

Determine whether JWCH’s Cost Allocation Plan was prepared in compliance with the
County contract and the Agency used the plan to appropriately allocate shared program
expenditures.

AUDITOR-CONTROLLER
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Verification

We reviewed JWCH’s Cost Allocation Plan and reviewed a sample of expenditures
incurred by the Agency during March 2006 to September 2007 to ensure that
expenditures were properly allocated to the benefiting programs.

Results

JWCH'’s written Cost Allocation Plan was in compliance with the County contract.
However, as previously indicated the Agency’s billings to OAPP were not always based
on actual costs and supported.

Recommendation

Refer to Recommendations 5 and 7.

COST REPORTS

Objective

Determine whether the Agency’s cost reports reconcile to the Agency’s financial
accounting records.

Verification

We traced the Agency’s general ledger to the Agency's cost reports submitted to OAPP
for the six OAPP contracts reviewed.

Results

JWCH'’s expenditures reported on their Cost Reports exceeded their accounting records
by $7,618. Subsequent to the exit conference, JWCH provided additional
documentation to support $7,047 in questioned costs. As a result, the questioned costs
were reduced to $571 ($7,618 - $7,047).

Recommendations

JWCH management:
8. Repay DPH $571 or provide supporting documentation.

9. Ensure that Cost Reports are supported by the Agency’s accounting
records.

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES
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February 10, 2009

Ms. Marin MeGloin

Program Spocialist 1

Coantywile Cenlract Monitoring Division

Department of Auditor-Centroller

Cpanty of Los Anpeles

1000 8, Freemont Aveniie, Unit #51. Building A< Eas
Alharnbea, CA 21803

Dhzar M MceOloin:

The Ballewing comments are in response 1o the awdit report for JWOH
Instituse, Inc. regarding the fiscal meaitoring conducied in 2007;

Eligibility
Becommendations

I Apency staff obtaing the spproprinte documentaticn from
clients/participants to determine thedr eligibility for program services
2. Client fites are maincahied for all eligible program paricipgins.

WIS R "

JWCH Instise, Inc. agrees with the recommendations mamber | aml 2 and
will ensure that stnff abinins the apprapriaie documentation frem
clients/panticapants to detenmine their eligibility for progrom services ol
ersure that chient fibes ane maimtaised for all cligeble prvgram parisiposts.
Cash/ n

Becammeniatinnz

3. JWOCH marsgement ensures bank reconciling tenss are resolved
tirmely.

IWEH s Response:

PWCH Instie, Ine. agrees withy recommendation 5 and will ensure
valstanding checks ever ane year old are reselved timely,

Expenditures

1
Health & Medical Services
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Recommendations

4. Repay DPH $19,491 or provide appeopriabe suppesting documentation.

5. Ensure supparting decumentation is maintyined far al] OAPP
expenditures.

5. Require signatares from program participants upan receipt of @i

For recomnmendatian 4, I'WCH Iestitste, Inc. does not agree to repay the full
amaunt af $13,898 diss i incentives were wied Tor the program ard benefited
the program.

5PN Incenitives

Client andioe Apency Incentive funds woree wsed at ihe end of the
comiract period pesuling agpeoval of our final budpet medification.
Thia resulted in incentive Hems being purchased at the end of the
contract period and then wilized in the subsequent contract period.
The program cordinued withcat interaptien and the client'ageney
incentives were wiilized resulting in bess fands needed to cover these
costs daring the swheeguent condrad panad.

Muobile Unbt lncentives

Modite Unit incentive Qunds wee uied an the end of the cosdract
period pending appraval of our final budget medification. This
resulted in incentive items being porchesed at the end of the confract
perind and then utilixed in the suhsecuent condract perind.  Client
incentive Jogs were provided 1o the aditor for all client incengives
distributed from the maobile anit,

JWCH Institute, Inc. sgrees will the recommendsiions numbers 5 and 6 and
will ensure supporiing documendstion is maistained for sl QAPP
expenditurey. FWCH Institate, Inc. will alse sequine signatures from pragram
participents upan receipt of gift cards,

7. Ensure employees® time records report aciual 1otal hours worked by
pragram.
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JWCH Enstitute, Inc. xgrees with the recommendations numbar 7 and wall
ensure puwroll hillings are based on ncnead cosls incurmed and sctual houes
wogked on DAPP related activities, not budgeted amounts. J'WCH has the
Tiene & Activity Report tn place end will imiplernent the campletion of the
Tirne & Adtivity repart on a daily haxis by program for afl OAPP contracts
effective Jonuary |, 2009, A copy of the fimeshest and Time & Adivity
Repart is sttached for your review. Flense see attachment A

8. Repoy DPH 85T,
9. Ensure that Cast Repeet are supporisd by the Agency™s accounting
recards.

JWCH I[nstitule, Ine. daes nut sgree with the repayment amount of 8571, The
5571 ameant cangisls af $135 parking permils expenses billed 1o office
supplics ling item; 5212 registratian fees far the 2007 HIV Prevertion
Lesdership Summit (HFLS) killad to seaff development line Hem; ard $214
travel onsts for the 2007 HFLS Willed urder the milaags ling item. Plense see
arfached suppor documents {Attackaend BY PWCH lealibae, s agrees o
repay 3135 in packing permits expenses balled to office supalies Line 1lem.

IWCH Institute, Inc. will cortinue ta ensure thal Coat Repars are scaporied
y the Agency's accounling reconds.

W thank vou for vour assistancs. Please contact me of you have mny
questions. 1 may be reschied at 213-484-1180,

Sincerely,

P
Jeanes Lam
Chief Finnneial Officer
Altechinents






